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COMMERCE, DEPARTMENT OF
The new form for reporting individual boycott-related transactions will be ready for
distribution on 7/31/78. However, there will be a delay until mid-August in the
distribution of the monthly form for consolidating all transactions. The new
forms (ITA-621P for individual requests and ITA-651P for monthly reports) must
be used for all boycott-related requests received after 8/1/78. Requests
received between 2/6/78 — when Commerce permitted deferral of the reports —
and 7/31/78 must be reported by 8/15/78, using the old reporting form and in
accordance with the old reporting regulations. The new forms will be mailed to
persons on the Commerce mailing list; or they may be obtained at Commerce
Department field offices.
COMMODITY FUTURES TRADING COMMISSION
The Commodity Exchange Act Extension was passed by the House on 7/26/78. The
legislation, H.R.10285, would extend the Commission through fiscal year 1981,
and would prohibit commodity option transactions unless expressly permitted by
Commission rules and regulations with two exceptions: trade option transactions
permitted by regulations issued before or after the proposal’s enactment? and
dealer option transactions authorized by rules and regulations issued under
expedited procedures after the b ill’s enactment. Similar legislation was approved
by the Senate recently (see 7/17/78 Wash. Report), and the House and Senate will
be going to conference in an effort to reach an agreement on this proposal.
Unless extension legislation is enacted, the Commission is due to expire in
September.
FEDERAL RESERVE BOARD
Legislation (S.3339) authorizing a study of the applicability of the 1927 McFadden
Act to current banking structure has been introduced by Sen. John Heinz (R-Penn).
The McFadden Act limits the ability of national banks to operate branches on an
interstate basis. Under the provisions of the Heinz proposal, the President
would, within one year of the bill's enactment, through the appropriate federal
bank regulatory agencies, present recommendations to Congress. Upon introducing
the bill, Sen. Heinz stated that "Proposals to amend this Act have been exchanged
between the Congress and the bank regulatory agencies for many years. Congress
has requested the advice of the bank regulatory agencies, and the bank regulatory
agencies have requested congressional direction. This endless circle of discus
sion continues while our Government succeeds in sidestepping an important issue."
In addition, the Senator noted that FRB Chairman Miller and Comptroller of the
Currency Heimann have also called for a reevaluation of the McFadden Act in light
of current banking practices.
GENERAL ACCOUNTING OFFICE
Two audit guides that deal with federally assisted programs and governmental auditing
have been issued for comment by the GAO. The two audit guides, ’’Guidelines for
Economy and Efficiency Audits of Federally Assisted Programs" and "Comprehensive
Approach for Planning and Conducting a Program Results Review", have been
released as exposure drafts and the GAO requests that CPA firms and government
audit groups submit their comments and examples.
"Guidelines for Economy and Efficiency Audits of Federally Assisted Programs"
is designed for CPAs as well as Federal, state and local auditors.
It provides
a uniform approach and uniform document procedures for economy and efficiency

-2-

audits of organizations receiving Federal funds from a single agency, from several
agencies, or under several federally assisted programs, so that the needs of each
Federal funding agency for auditing information are satisfied. GA.0 believes that
following a comm o n approach should help conserve manpower, promote efficiency,
and minimize the impact of audits on the operations of the agency or program
being audited.
In addition to audits of State and local governmental organizations,
the guide can be used by certain non-governmental organizations, such as hospitals,
schools and other non-profit organizations which receive Federal grants.
"Comprehensive Approach for Planning and Conducting a Program Results Review"
provides practical guidance to audit organizations with little or no program
results review experience. These reviews are designed to determine whether
intended results or benefits are being achieved and, if appropriate, identify
areas for improvement. Furthermore, the guide provides government officials who
request program results reviews with a way to enhance the consistency and evaluate
the overall quality of future review assignments.
Anyone wishing to receive one free copy of each of the exposure drafts may do
so by contacting the AICPA Washington Office prior to 8/9/78 and requesting
Document 23-1. Telephone requests are encouraged and should be directed to
extension 47.
JU STIC E, DEPARTMENT OF

The text of the proposed fiscal year 1979 Guide to Discretionary Grant Programs of the
Law Enforcement Assistance Administration (LEAA) appeared in the 7/27/78 Fed. Reg.,
pp. 32612-707. The manual provides information about the major categorical
programs of LEAA including the requirements and procedures for financial manage
ment of LEAA grants. Comments on the guide are requested before 9/25/78. For
further information contact David L. Dougherty, Office of Planning and Management,
LEAA at 202/376-3930.
LABOR, DEPARTMENT OF
The AICPA has submitted a letter of comment on S.2992, legislation concerning financial
and other disclosure requirements in connection with ERISA, to the Senate Sub
committee on Private Pension Plans and Employee Fringe Benefits. Following careful
study of the bill’s provisions and the statements submitted by other interested
parties, the Institute concluded that the proposal is unnecessary. Progress
toward fulfillment of the objectives set forth in S.2992, sponsored by Sen. Lloyd
Bentsen (D-Tex), is being made through the cooperative efforts of the Financial
Accounting Standards Board, the accounting and actuarial professions, and the
responsible government agencies (DOL, the Treasury Department, and the Securities
and Exchange Commission), and on that basis the Institute recommended that the
legislation not be enacted.
Anyone wishing to receive one free copy of the Institute's comments on
S.2992 may do so by contacting the AICPA Washington Office prior to 8/9/78, and
requesting Document 23-2. Telephone requests are encouraged and should be directed
to extension 47.
An extension until 2/1/79 of the class exemption which permitted securities brokerdealers to provide brokerage and incidental services to employee benefit plans
with respect to which they are fiduciaries has been granted by DOL and the Treasury
Department. The agencies are also granting a retroactive exemption with regard to
transactions which have occurred since 5/1/78 (the expiration date of the original
extension). This exemption will affect broker-dealers who provide services to
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employee benefit plans, and participants and beneficiaries of such plans.
additional information contact Daniel J. Shapiro (202/523-7931) or Ivan
Strasfeld (202/566-3045).

For

PENSION BENEFIT GUARANTY CORPORATION
Senate hearings on a number of pension reform bills will be held August 15-17. The
hearings are being called jointly by the Human Resources Subcommittee on Labor
and the Subcommittee on Private Pension Plans and Employee Fringe Benefits of
the Senate Finance Committee. The plan is to get a composite bill drafted for
consideration by the full Senate before the end of the Congress.
There are two major issues affecting the accounting profession among the
seven bills being considered. The first involves the degree of reliance CPAs
will be required to place on the work of plan actuaries and the other deals with
the establishment of accounting principles for pension plans.
It has been
proposed that the Secretary of the Treasury be directed to establish accounting
principles in the pension area. Representatives of AudSEC’s Employee Benefit
Plans and ERISA Committee are expected to testify at these hearings.
POSTAL SERVICE
Final rules on non-identical bulk rate third-class mailings have been published (see
the 7/26/78 Fed. Reg., pp. 32293-94). The rules provide that mail pieces that are
not identical in size and weight may be mailed as regular rate bulk third-class
mail when specific methods approved by the Postal Service for ascertaining and
verifying postage are followed. These rules will be in effect as of 8/6/78 and
the Postal Service will receive comments on the rules until 8/24/78. The comments
will be considered with a view toward future mailing changes. For more information
contact Clent Crocker at 202/245-4353.
SECURITIES AND EXCHANGE COMMISSION
Proposals that would require corporations to disclose more information on management
remuneration were approved at an open meeting held on 7/27/78. The proposal, which
would amend regulation S-K, would require a corporation to disclose to shareholders
the amount and types of remuneration received by its five highest paid executives.
In addition, a corporation would be required to disclose the remuneration received
by the next five highest paid executive officers if their individual compensation
exceeded $150,000 per year. The commission has set 9/29/78 as the deadline for
comments on this proposal, which will appear in the Federal Register this week.
This deadline will enable the commission to take final action in time for the
upcoming proxy season.
Legislation that would eliminate the registration exemption of industrial development
bonds from the Federal securities laws has been introduced by Sen. Harrison
Williams (D-NJ). The bill, S.3323, would apply to industrial development bonds
that are funded by a commercial enterprize. The bonds can be used to finance
hospitals, industrial parks, and other public facilities, and are issued by
state or local governments.
Sen. Williams, who is chairman of the Senate Banking
Securities Subcommittee, has tentatively announced hearings on S.3323 and S.2339,
the Municipal Securities Disclosure bill, this fall.
In answer to same questions we've received concerning the status of the proposed oil
and gas accounting rule (Rel. 33-5878) the Commission's decision is not expected
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to be known on this topic before the end of August. To date, several hundred
comment letters have been submitted in connection with this issue and the
Commission has held 12 days of public hearings at which 97 witnesses appeared
and nearly 3000 pages of testimony have been taken.
SMALL BUSINESS ADMINISTRATION
David S. Smoak, CPA, has been named Executive Director for the White House Conference
on Small Business. Prior to his acceptance of this position, Mr. Smoak was Vice
President - Organization and Information at the Export-Import Bank. The National
Conference will be held in Washington in 1980, but between now and then, there
will be 12 regional conferences and 45 open forums at which representatives of
the small business community will be called upon for their advice and assistance
in meeting small business needs. The regional meetings will provide an opportunity
to select local delegates to the National Conference, as well as to consider
various alternatives, including legislative options, to assist the small business
community.
TREASURY, DEPARTMENT OF
An amendment to index certain capital gains for inflation has been approved by the
House Ways and Means Committee. The committee voted during consideration of tax
cut legislation (H.R. 13511) to adopt the measure, which would tax only the gain
not attributable to inflation. Under the proposal, which would take effect on
1/1/80, a taxpayer would be allowed to inflate the cost of a capital asset by
the increase in the consumer price index during the past year. The provision is
expected to increase the controversy over the tax cut legislation when it reaches
the full House for consideration. The bill contains a provision to cut the tax
rate on capital gains from 49 per cent to 35 per cent.
On the Senate side, Sen. Russell B. Long, Chairman of the Senate Finance
Committee, has predicted that his committee will approve a large cut in the capital
gains tax rate. Sen. Long, in a speech delivered in Washington, stated that he
favors cutting the tax rate to 30%.
An extension of the filing deadline until 10/16/78 for 1977 taxpayers who qualify
for foreign earned income exclusion under Section 911 of the tax code has been
announced (IR 2021, 7/27/78). The extension was granted because Congress is
still considering a proposal (H.R. 13488) which would make rules for the foreign
earned income exclusion applicable to 1977 tax returns. H.R. 13488 is currently
awaiting action by the House Ways and Means Committee. Taxpayers who qualify
need take no further action to obtain the extension; however, it should be noted
that the due dates for estimated tax payments for the 1978 tax year are not
affected by this extension.
The new jobs tax credit was the subject of testimony by the AICPA Federal Tax Division
before the Senate Finance Subcommittee on Administration of the Internal Revenue
Code and the Select Committee on Small Business on 7/26/78. The jobs tax credit,
which was created by the Tax Reduction and Simplification Act of 1977, has caused
"numerous complications for taxpayers and unintended tax disadvantages to employers
as well as discrimination in the form of business organization used by the employer",
according to the AICPA.
"In addition, serious consideration should also be given
to a retroactive amendment which would reduce the amount of the credit and repeal
the compensation deduction allowance." The AICPA recommends that if the job credit
is continued into 1978, "consideration should be given to a simple, straight forward,
refundable credit."
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In a related matter, the IRS has adopted final regulations on the jobs tax
credit (see the 7/21/78 Fed. Reg., pp.31320-24). The regulations are effective
beginning with the 1977 tax year. The new jobs credit equals 50 per cent of
the increase in each employer’s wage base under the Federal Unemployment Tax
Act above 102 per cent of that base in the previous year.
Late Thursday afternoon the Ways and Means Committee agreed to extend new
jobs tax credits to the second year of employment and permit an employer to take
a credit of up to $1,000 in the second year. To be eligible, the employee would
have to be either under 25 or a Vietnam veteran and in a family getting food
stamps, a supplemental security income recipient, or recipient of general
assistance.
The IRS can make tax forms and instructions more understandable according to the GAO.
In a report entitled "Further Simplification of Income Tax Forms and Instructions
is Needed and Possible" (GGD-78-74) the GAO outlines recommendations designed
to simplify tax forms. The report suggests that the IRS set up a special task
force and reallocate funds to make comprehensive improvements in the tax forms.
GAO also recommends that Congress hold hearings on IRS improvement efforts.
In
addition, the GAO recommends that the IRS Tax Form Coordinating Committee seek
advice from tax law specialists on ideas to simplify the existing forms. Copies
of the report are available from the GAO for $1.00.
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